
This staff analysis is provided to address various administrative, cost, revenue and
policy issues; it is not to be construed to reflect or suggest the Board’s formal position.

Date Introduced: 02/03/99 Bill No: AB 269

Tax: Sales and Use Author: Olberg

Board Position: Related Bills:

BILL SUMMARY:

This bill would exempt from sales and use tax the sale and purchase of any ground-
based laser power beaming equipment and related components specifically designed
to provide power for any satellite that is launched into space.

ANALYSIS:
Current Law:

Under existing law, the sales tax or use tax applies to all sales of tangible personal
property, unless otherwise exempted from tax.  Existing law, Section 6380, provides a
sales and use tax exemption for property that has space flight capability and other
property that is placed or used aboard any such property, including fuel.  Therefore,
under current law, the sale of satellites, launch vehicles, rockets and similar property
are exempt from sales or use tax.

In addition, Section 6366 of the Sales and Use Tax Law provides a sales and use tax
exemption for ground control stations sold to either a foreign government for use
outside California or to a non-resident whose only use of the station in California is in
the removal of the station from this state.  A “ground control station” is defined to mean
a portable facility used to operate aircraft in the air without a pilot and includes controls,
video equipment, computers, generators, and communications equipment sold as an
integral part of the station, and antennas used to control the aircraft.

Proposed Law:

This bill would amend Section 6380 of the Sales and Use Tax Law to exempt the sale
or purchase of any ground-based laser power beaming equipment, and any component
thereof, specifically designed to provide power for any satellite that is launched into
space.

The provisions of the bill would become operative on the first day of the first calendar
quarter commencing more than 90 days after the bill becomes effective.
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Background:

The sales and use tax exemption for space flight property was added in the 1993
Legislative Session by SB 671 (Alquist, et al., Ch. 881).  At that time, the bill was
addressing a project involving the commercial development of a global wireless
communications network that would combine the worldwide reach of low-earth orbit
satellites with land-based wireless systems to enable subscribers to communicate
using handheld telephones and pagers virtually anywhere in the world.  This exemption
was limited to space flight property originating out of Vandenberg Air Force Base in
Santa Barbara County, which was the only location at that time where commercial
space launches took place.  This exemption was expanded during the 1998 Session
(AB 2798, Ch. 323, Machado, et al.) to eliminate the restriction that the flight originate
out of Vandenberg Air Force Base.  It was noted that because of the remarkable
progress the commercial space industry has made, commercial launches are being
made at additional sites and the exemption should not be limited to just one region.

COMMENTS:

1. Purpose of the bill.  According to the author’s office, this measure has been
introduced to clarify that the existing space flight property exemption additionally
applies to laser power beaming equipment and related adaptive optics systems.
The author’s office notes that laser power beaming is an emerging technology that
will transmit critically needed energy from ground-based facilities to solar receptors
on orbiting satellites.  The power for satellites is used to relay long distance
telephone  communications, television, e-mail, credit card transactions, and a
myriad of other applications.  The author’s office sees this measure as an important
step in keeping California on the cutting edge of space technology.  The author is
currently the sponsor.

 
2. What is laser power beaming? This form of beaming will enable energy to be

transmitted from ground-based facilities to solar receptors on orbiting satellites – a
way of “recharging” satellites in a significantly more efficient manner.  In addition,
the laser beam will be able to provide power on “space tugs” which can reposition
satellites in orbit.  The author’s office has noted that there is currently a shortage of
adequate power for these “space tugs” and California is well-positioned to design
and produce the technology as well as site the necessary facilities.  Solar power is
not strong enough to charge the solar cells and panels needed for a commercial
space tug.  Licensing for nuclear power is very difficult, and laser power offers a
clean, renewable energy source to power these space tugs. Called SELENE,
(SpacE Laser ENErgy), this project was originally a NASA project that was to be
sited on U.S. Navy land.  It was abandoned by the government due to lack of
funding.
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3. Where would laser power beaming take place? The Lawrence Berkeley National

Laboratory has committed to building the initial laser in California and it is
anticipated that the project will take approximately 4 years to complete.  Because
laser light cannot penetrate significant cloud cover, the initial site for the ground
station will be in the China Lake area of the city of Ridgecrest in Kern County.  This
location has the highest “solar insolation period” in the country – an average of 260
clear days a year.

 
4. Impact to the Board’s operations is expected to be minimal.  This bill proposes

a narrowly defined exemption for specific property and should not significantly
impact the Board’s operations.

COST ESTIMATE:

Some administrative costs would be incurred in notifying affected retailers that may be
selling component parts of the beaming station in the course of its construction.  These
costs are expected to be absorbable.

REVENUE ESTIMATE:

Currently, earth based laser power beaming equipment is in the research and
development stage. No such equipment is in use at this time.  Estimates are that the
first laser power beaming system will not be completed for at least four years. At this
point in the development of laser power beaming equipment no one knows how much a
commercially viable laser power beaming system will cost nor how much sales and use
tax revenue would be generated by such a system.

There would be no immediate revenue impact in exempting laser power beaming
equipment from the sales and use tax, as currently no such equipment exists.

Analysis prepared by: Sheila T. Sarem 445-6579 03/08/99
Revenue estimate by: David E. Hayes 445-0840
Contact: Margaret S. Shedd 322-2376


